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Survey Focus Areas

Compliance programs

Personal trading

Gifts and entertainment

Charitable and political contributions

Insider trading

Soft dollars

Trade allocation

Business continuity

Books and records

•

•

•

•

•

•

•

•

•



What is your firm’s total AUM (assets under management)?

 27.8% Under $250 million

 10.7% $250 million to $500 million

 14.9% $500 million to $1 billion

 31.1% $1 billion to $10 billion

 6.3% $10 billion to $20 billion

 9.2% Over $20 billion

457 survey respondents representing a range of firms, from sole proprietorships to 
large, national firms. The typical respondent’s firm:

had between $1 and $10 billion in assets under management – 31%

had between 11 and 50 firm employees – 41%

was not affiliated with any other entity – 63%

had been in business between 5 and 25 years – 62%

•

–

–

–

–

Survey Demographics

 �



How many full and part-time employees are employed by 
your firm?

 22.1% 1 to 5

 16.0% 6 to 10

 41.4% 11 to 50

 15.3% 51 to 250

 3.5% 251 to 500

 1.8% More than 500

Survey Demographics

Small firms were well represented – more than one-third of the respondents 
reported that they worked at firms with less than $500 million in assets under 
management. About a quarter of the respondents reported that their firm had five 
or fewer employees. 

•
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The Compliance “Department”

For most firms, the term “compliance department” is an anomaly. 6�% of the 
respondents had, at best, one full-time employee dedicated to compliance matters. 

The CCO at 78% of firms wears multiple hats and performs a significant amount of 
non-CCO functions. This number is up from the last annual survey in which 62% of 
the respondents indicated that they were wearing multiple hats.

Interestingly, almost a third (29%) of the largest firms (i.e., those that reported over 
$20 billion in AUM) reported that they had fewer than 4 full-time legal/compliance 
employees. 

•

•

•

How many employees at your firm are engaged full-time in 
legal and/or compliance functions?

 28.4%  0 

 34.6%  1 

 23.2% 2-� 

 7.9%  4-10 

 3.5% 11-20 

 2.4%  More than 20 

 5
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Culture of Compliance

Respondents reported using various methods to demonstrate that their firm has 
developed and promoted a culture of compliance:

the CEO or President was immediately apprised of material compliance issues/
breaches – 77%

the CCO was one of the most senior executives – 68%

there was annual (or more frequent) employee compliance training – 65% 

senior management participated in SEC inspections, such as by participating in 
the opening interview – 65%

the CCO or other compliance personnel attended various committee meetings 
(such as best execution committee meetings) – 64%

the CCO reported directly to the CEO or President – 64% 

the CCO met periodically with the CEO or President to discuss compliance issues 
and initiatives – 63%

•

–

–

–

–

–

–

–



The “Annual” Review & Compliance Testing

70% of respondents conduct monthly, quarterly, or on-going,  
rolling compliance testing.

8% of firms identified “significant issues” as a result of their testing.

Small firms were more likely to conclude that they had no 
compliance issues. 

Similarly, firms that did not have full-time legal or compliance staff 
were more likely to conclude that they had no compliance issues. 

•

•

•

•

In the past year, has testing revealed any  
compliance issues?

 7.8% Yes, including some significant issues 

 73.0% Yes, but only minor issues 

 19.3%  No issues detected

Not surprisingly, 

respondents that 

reported testing 

on an ongoing, 

rolling basis were 

more likely to 

detect compliance 

issues than those 

that reported 

testing annually.
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Significant  
issues detected

Minor  
issues detected

No  
issues detected

Small firms: Under 
$500 million AUM

2�% �2% 67%

Large firms: $10  
billion or more AUM

29% 17% 5%

Significant  
issues detected

Minor  
issues detected

No  
issues detected

No full-time legal/
compliance staff

14% 24% 49%

One full-time legal/
compliance staff

�7% �4% �6%

Four or more  
full-time legal/ 
compliance staff

26% 16% 0%
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Compliance Program Review Benchmarks

The majority of firms are conducting all testing in-house, however approximately 
�0% of respondents indicated that they have outsourced some or all of the  
testing conducted.

Most firms appear to be creating a written report or short memorandum and 
maintaining workpapers created during testing to document the annual review. Only 
�% of respondents reported that their firm had not documented the annual review.

Vast majority of respondents (9�%) indicated that senior management at their firm 
was apprised of the results of the annual review.

Most respondents do not have policies regarding sharing the annual review with 
third parties.

“We need help, the task is beyond a 2-person office w/client relationships and 
investments to manage.”

•

•

•

•
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Large percentages of respondents 
reported that they conduct a wide 
variety of personal trading tests. 
However, many advisers do not appear 
to view personal trading as a high-risk 
area for their firm.

Many advisers do not perform basic 
personal trading tests routinely 
conducted by SEC examiners. For 
example, 50% do not compare 
employee pre-clearance requests to 
executed personal trades!

Most firms allow their employees to 
conduct personal trades through any 
broker, although many require 
duplicate copies of account statements 
and confirms to be provided. 

•

•

•

Since the last survey, the percentage of 
respondents reporting that their firms 
do not permit personal trading did not 
change much (7% in 2005 versus 6% in 
2007). 

52% of respondents reported that their 
firm treated all firm employees and 
directors as access persons.

91% of respondents reported testing 
personal trading on at least a quarterly 
basis.

Many respondents are using a manual 
process versus an automated process 
to review personal trades.

•

•

•

•

Personal Trading
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Gifts & Entertainment

85% of respondents have a “written” gift and entertainment policy;  
yet 50% do not either require any pre-approval of gifts/entertainment or  
maintain a gift/entertainment log.

Many advisers have set a $100 cap on the value of any gift that an employee  
may receive; however approximately one-quarter do not have any cap – the 
“reasonableness” standard.

Testing does not appear to be a priority, as 4�% indicated that their firms perform no 
testing whatsoever to determine compliance with gift and entertainment policies.

Question: Does your firm impose a dollar limit on entertainment provided?  
If yes, what is the limit? 
 
Respondent: “Must be of reasonable value, infrequent, and not tied to a sales 
target.”

•

•

•
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Charitable & Political Contributions

Most advisers do not have any written policies regarding political contributions 
(65%) and even more advisers do not have written policies regarding charitable 
contributions (78%). 

The largest firms are more likely to have written policies covering contributions. 
For example, 70% of firms with $10 billion or more in assets under management 
have written political contribution policies, while only 28% of firms with less than 
$250 million in AUM have such policies.

•

•



Insider Trading

Testing is still limited — only 40% of the respondents test to detect insider trading, 
which is up from 20% during the first survey. This area is not viewed as a “high-
risk” by many smaller firms.

Increase in testing probably due to regulatory and media focus.

The majority, 76%, do not use expert matching services (e.g., GLG).

52% of respondents reported that their firm has a portfolio holding communication 
policy restricting the release of non-public portfolio holding information —  
if information is released, it is usually at quarter-end and with a delay.

“We do review emails, all trades must have pre-approval, and we review [the firm’s 
insider trading policy] at our annual compliance meeting which all employees attest 
to. But we do not have specific methods to detect insider trading.”

•

•

•

•

Does your firm test to detect insider trading?

 39.6% Yes 

 60.4% No

 1�
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Soft Dollars

The majority of advisers (59%) try to avoid soft dollar usage. 

Of the firms that soft, most use less than 20% of total client commissions to obtain 
soft dollar products and services. 

Almost one-quarter of firms that soft mixed-use products do not review their 
mixed-use allocations. 

The vast majority of advisers do not participate in any client commission 
arrangement, as contemplated in the SEC’s recent interpretive release. 

2% operate outside the 28(e) safe harbor (!) – but with full disclosure.

“We try to disclose anything that might be a conflict of interest in our ADV. We pay 
for everything we can with hard dollars. If something comes free or at a discount 
(say from Schwab, our custodian) we try to disclose it in ADV.”

•

•

•

•

•



Soft Dollars

97% of respondents do not “unbundle” full-service brokerage by attempting to 
place a dollar value on proprietary research.

•

“We have approached B/Ds recently to see if we could ascertain cost of certain 
research services. Most all have been reluctant to even have the discussion…..” 

Does your firm ever “unbundle,” in any context?  
In other words, does your firm ever attempt to place  
a dollar value on proprietary research received from  
your full-service brokers?

 96.6% No 

 3.4% Yes

 15
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Trade Allocation

Firms use a variety of methods to test trade allocations, where relevant to their 
firm, including:

Review for trade errors

Review trades (all or a sample) pre- and post-settlement

Review bunched trade allocations and re-allocations

Review all cross transactions

Review IPO allocations 

Only 2�% reviewed accounts with similar investment objectives for differences in 
performance, despite the fact that this test has been suggested by OCIE associate 
director Gene Gohlke in speeches.

Most firms (77%) do not engage in side-by-side investing (i.e., managing hedge 
funds alongside mutual funds).

•

–

–

–

–

–

•

•



Business Continuity Planning

9�% of respondents have a written business continuity plan. Such plans address:

Facility-wide outages (e.g., electrical outage, blackouts, fire) – 92%

Temporary interruption of discrete services (e.g., telephone or internet services, 
file server, real-time data feeds) – 89%

Natural disasters (e.g., hurricane, earthquake, flood) – 85%

Terrorist attack – 50% 

Death or disability of key personnel (succession planning) – 47%

Pandemic flu – 25% 

•

–

–

–

–

–

–

Does your firm have a written business continuity plan?

 92.5% Yes

 8.0% No

 17
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Testing of Business Continuity Plan

No industry consensus on how often to test plans.

While 28% of respondents reported that their firm conducts a full test of the entire 
plan on an annual basis, others reported that their firm conducts a full test every 
few years (5%) or conducts a partial test of the plan on a periodic basis (annually 
25%, quarterly 9%, and monthly/rolling 8%).

Most surprisingly, 25% of respondents reported that their firm has not tested any 
aspect of its business continuity plan 

19% assess their vendors’ ability to provide essential services during various 
scenarios.

“We review all details of the plan annually and review it with the employees at an 
annual compliance meeting. We are a very small firm.”

“We review our plan at least annually and test our technology back up systems at 
least 2x per year.” 

•

•

•

•



Books and Records

Electronic recordkeeping is clearly a common practice among advisory firms:  
84% of all respondents reported that their firm keeps at least half of their internally-
generated documents in electronic form. 

Biggest obstacle to maintaining more records electronically: conversion time.

Most respondents (64%) said that their firm kept records only for the required 
period of time, but �4% said that their firm kept records indefinitely. Most 
respondents said that their firm (79%) relies on an off-site storage facility.

•

•

•

“We are currently 
considering a document 
destruction policy.”

What percentage of records generated by your firm is 
maintained electronically by your firm?

 7.5% All

 54.0% Vast majority

 22.3% About half

 13.6% Some

 2.4% Very few

 0.2% None

 19
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Books and Records – Email

81% keep all emails sent to or received by employees. 

Only 21% maintain all instant messages sent/received by employees. IMs are 
prohibited by 56% of the respondent firms.

•

•
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